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of the and had to pay more because the unisured motorists were not pay 
of the concept of our insurance that we 
insurance, ls that we are 
uninsured come in 
it under 1583 
up to five years in for 
money that's paid out by insurance companies as a 
But the keystone and part and parcel of this 
to the insurance 
fraud so 
of fraud. 
and what we're 
savings must be pased on to the consumer and we provide for insurance ium 
is we say that 
25 rcent. The amount of actual reduction is upon your record. If you have a 
clean driving record and you're a mature driver, 55 or over, you start with a 
reduction. You sign an agreement, any driver who signs an agreement to not drive with any 
or controlled substance, that means even one drink, receives an additional five percent reduction. 
Any driver who has an air bag or five-mile per hour bumper on his or her car receives another 
reduction resulting in total in a 25 percent reduction over current insurance s. 
maximum for someone who doesn't qualify for the mature driver discount would work out 
It doesn't really cost the insurance companies to provide these savings because what 
the concept we're following is that we're saving money for the insurance 
the uninsured motorists to buy insurance, by damping down on insurance fraud in 
we're that those savings be on to the consumers 
the assistance of Consumers and some of the other consumers' 
have been working with our committee staff to make amendments and 
want to emphasize is a developing packet. We are continuing to make and will 
to make refinements and we constructive 
from those who are participating in this hearing 
Let me say that this 12-biJl packet, while it is probably the most reforms 
in the California Legislature, and it is best 
for consumers ln California in 1986, let me say that the package isn't 
and explain some of the other bills, but it isn't and doesn't do the 
It isn't politically possible to get the whole done in one year and there are more 
need to be done, especially in the area of tort reform. We need to look at the whole We 
to look at the picture of how insurance is handled in California, of how we 
dollars, or a half million dollars, or a million dollars to someone 
it a second thought. Those judgments that are paid out result in a cost 
end and what we're seeing today with the insurance 
with those judgments over a period of years. 
in California the result of what's on 
I'll you this one example. Under law we have a strict limit you are 






idterm or midterm ium increases and we'll a 
for premium increase or in terms of so that if 
that it wants to out of providing for a 
at least that wiH have to 
will have the opportunity to know that their not canceled 
in consumer reforms from insurance we've created under 
insurance rate appeal panels to investigate charges of excessive rates at the 
Consumers Union, we've modified that bill to add some tough conflict of interest 
certain that the people who are reviewing the potential excessive rates are not 
of being employed by the very com who are being affected. 
Additionally, we've dealt with a new area in SB 1591 and, Shel, if I could have the 
the increase in the state gross premium Bear with me for just one second. I need the 
in the 
year figures, please. Okay, Jim, could you take a minute. We'll come back to that but would 
take a minute and get me the year-by-year figures, on the sheets? Continuing on, we look at 
various things that have caused the problem of higher insurance rates in and one of 
things is that the gross premium tax on insurance charged by the state has over 
million in the past three years. What's happened is we had a premium rate increase 
and then, when the State of California faced some financial problems in 1983, we 
by which we collected the gross premium tax. And it's on a 
in 
insurance premiums go up, the tax goes up. It's not like the property tax or the income tax where 
level the amount of tax and reduce the rate as total up. So under 
in the gross premium tax. Actually, it's not a reduction but we the increases 
to pass that savings back to the people who have the 
initially with a one percent rebate on auto and health 
where the initial reduction in premium tax would be and ultimately, extend that one 
to all of insurance. 
We provide in SB 1590 for the problem where a does not have any insurance 
was the problem faced child care. We deal with this the 
commissioner to create marketing assistance plans when insurance becomes 
industry, whether it's child care, auto whatever industry it may be. 
One of the more controversial bills is Senate Bill 1587. There is an 
June that will deep pocket liablity, will limit each person's liability--if five rcent 
you pay five percent of the llablllty. That initiative will result in hundreds of m 
dollars of savings to the companies based upon the law as it existed when the were 
written. We believe that that money should be shared with the people who insurance 
the and the and it provides for a one-time to 
any person who purchased a liablity policy in effect on the day that the initiative passes. Obv 
it's a controversial initiative to begin with and the biB will have a great of but we 












of the few 
but course, misses 




if I did not--that 
be a 
. I don't know that we have 
and I 
the 
flawed part of the 
of 
you know. You 
the concept ln our code, even 
not a mem of this committee and I'm not entirely familiar it. I've been around long 
of course, from working with that I'm cursory, I've had a dose enough cursory 
areas of insurance. 
I understand the principles. The principle is to insure people against liability, 
as a of actions that take place as a result of owning an automobile. You know, that has 
with what community they live what income or whatever is, so I would hope and I 
would like that to be pointed out before people start testifying because neither one of those bills are 
really worthy of mentioning in my humble opinion. Nothing personal, but just that the 
staff people that worked on that, reaHy did not know what were talking about. 
CHAIRMAN ROBBINS: Well, we've known each other a long time. 
SENATOR GREENE: I know you didn't personally draft it. ReaHy, it's very 
Number one, it's built on quicksand. There is no savings of GAIN. There is not 
know darn good and well that the Legislature wouldn't have l t if I hadn't been 
and I can assure you of that. It would never have gone had we not had increased money and we 
money in there at the rate of $34 million a year. It never returns to the Fund. 
increased state funding for the first three years and in the fourth and fifth year we do 
to see results from it until the fourth year. And in the fourth and fifth year we 
money back over into the program. I'm just telling you. 
do 
CHAIRMAN ROBBINS: I understand that. 
NATOR GREENE: To be talking about something that isn't there which, at a minimum, 
to the people. 
MAN ROBBINS: Thank you. Let me that while certainly we're not 
to help those who leave welfare and go onto Workfare without working l t out 
consensus of people in the Legislature. 
GREENE: The problem doesn't have anything to do with tor. 
my district who are suffering from this problem are employed by the state, by 
by the county, by the City of Los Angeles, they're in business; they are not on 
a 
in my district is not on welfare. The majority of the people are not on welfare, so that 
out of your head. These are the people who are employed. They're not on welfare and never 
So get that out of your head. You're studying from the wrong premise. I've been 
to teH you privately, but you know, you and you folks that think everybody that's 
or something that they're on welfare, you yourself into these kind of traps. 
CHAIRMAN ROBBINS: Eleven of the not deal with of 
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will take care 
that will be 
that I thought was a good 
we will not 




need to ••• 
in 
the you were 
say I can't afford the 
the rides at Griffith Park. Mr. Bronk is here to talk about the unilateral 
had just skyrocketed, him to a forever" on 
forces that are 




on that as a 
second is the of auto insurance and this is the which 
I hope in some way to speak for all those motorists there who don't have 
out there to speak on their behalf. These people face an insurance and they 
are faced with very similar problems. Their voice is, frankly, a faint cry next to the 
I've never received in my years as a legislator as much unprompted mail from 
constituents on any issue as I have on redlining and auto insurance. For every city which cannot 
afford liability insurance, there are thousands of people in my district who can't afford an automobile 
policy. 
It is not uncommon for a constituent to write me that they are as much as $1 
minimum liability coverage. They have no com 
more than the value of their automobile. One 
coverage because the insurance would 
who an record 
me he shopped around for minimum cove He found that the premium 
for 
was between $1,250 and $1,500, nearly one-fifth of his annual income of $6,000. Another constituent 
with a record wrote me, quote, "Please give my automobile insurance policy problems your 
attention. I'm unable to buy a new car due to high insurance rates. 
11-year old Pinto can't last forever." 
work 
No group of citizens is more unfairly punished by high auto insurance rates and the 
of redHning, then senior citizens. Most seniors drive out of to the 
to the grocery store, to pharmacists. Most have excellent records. Many drive less 
than miles over the course of one year, yet their auto insurance premiums can cost per 
much as twice the cost of gasoline, repairs, and buying their automobile. 
Because of redlining, the average motorist in Los Angeles pays ore than twice what a 
County, Ventura, Riverside, Bernardino, or Diego would pay for the same 
The surcharge for getting a traffic in Los Angeles can be as much as one-half 
premium for a motorist ln Ventura Com This is because com 
assess a 20 percent surcharge on premiums of motorists with tickets. 
mean a $236 increase on a premium in Los Angeles. That increase is nearly half the 
a motorist is paying in Ventura for a three-year old Chevrolet. 
It is time to consider lowering minimum liability requirements under 
Law. We should also a cap on the s insurance com can for 
would permit seniors and those on fixed or llmi ted incomes to 
minimum protection. They would be able to drive their automobiles without breaking the law. The 
current makes Jawbreakers out of honest citizens, and let me add as an 





















to the fore of the 
y 
real crisis 
we must do this year is to 
the toes of the 
it means whoever 
actors and 
insurance rates to all of those 
see if we can't 
who want to be 
and we're 
He's held 
us started down that road. 
the 
to a handle on 
forward to the 
to carry some of 
moment for 
of the 
members of the 
behalf of Los 
liked to 
Hahn has been 
in the 
this 
on the ballot 
about 
but 
rates have escalated to such an extent that many people 





ce reasons. Applicants are also 
area. This practice is depicted as At the does not 
insurance companies to justify rate increases. There are 
discriminate, charge excessive rates are based area--l 
know you changed that, Senator Rosenthal--socioeconomic backgrounds, sex, and marital status. 
are charges that insurance companies conspire to withhold tolled expenses for 
damage, bodily injuries, which in essence could show a net profit. re are that 
hold assigned risk policies in other counties pay less than those policyholders living in 
County, and there are charges of collusion between the insurance and the insurance 
commissioners. I believe the total issue of redlining on the part of the automobile insurance 
industries ought to be thoroughly aired and if found valid, corrected. 
I want to commend the Senator for putting together this package, let me just say that when 
held hearings nearly 10 years ago, the arguments presented by the are the same, 
insurance rates were excessive, people were charging $1,000, $2,000 for one automobile. 
a hearing held at one of the union halls where the people were com and 
they're paying as much as $3,000 for two cars, two senior citizens, good driving here 
County. I think the repercussion ls such today that not only are they complaining and 
about the charges here in Los Angeles County, but throughout the of Californa. I'm sure that 
the other 1eglsla tors in other areas in which represent, not L.A. County, are to be 
the same position as you are in saying that their people are charged excessive insurance 
also you're going to get support. 
Let me point out one factor here to you. There's a lot of law still on your side, but in order 
to to correct the things that I heard at that few bills were A that 
provide for a periodic examination of insurance rates by a panel of five actuaries; you needed a fix 
for the problem which would create by this bill, a panel would have the to recommend that the 
the 
approve or disapprove any rate increase in excess of 3 
would be made public was another blll. That bill would 
The recommendation of 
an insurance rate 
consisting of five members and assisted by a panel of actuaries, the comm would 
or reject any automobile rate increase in order to assure that such rates are not 
or unfairly discriminatory. Another bill that was introduced would prohibit insurers from 
premiums for passenger automobile insurance based upon grounds your 
and not where people live, your zip code. 
Now you do have law on your side in that regard and I had an done the 
Counsel and the question that was raised to the Counsel--and I think you ought to know about this--
may the insurance commissioner withhold the data which justifies and substantiates the rate charged 
the insurer for motor vehicle liability insurance? And they go on to say that the of law 






















is contained in the 
that 
was not a 
1 
down to 
do a lot with 
credit was 
and that's been 
resolved. It was resolved 
when you all this package together--really it can be a one-package make sure that 
rates are not discriminatory, especially in certain geographic areas, that you charge your rates 
on not where you live but your driving record. It's a fight that should be and I'm 
there on it. You have the bills to do the and I hope that you all come 
that. 
MAN ROBBINS: Well, I think we can and I hope you'll convey back to 
that what we want him to do is we want to work this thing out and work it out where we can 
to bring his crusade behind our crusade and form a joint crusade and get some relief done for the 
people who are paying high rates. I'll be down to visit the board of supervisors to 
package and seek some support. 
The Mayor of the City of Burbank, a city formerly represented in my State Senate 
Mary Lou Howard, and Constance Barker, League of California Cities' representative. Constance 
why don't you come forward and take a seat with Mary Lou and then we'll directly from he 
testimony into yours. 
MS. MARY LOU HOWARD: Good morning, Senator. My name is Mary Lou Howard and I am 
the Mayor of the City of Burbank. My purpose here today is to address the Senate insurance 
introduced by Senator Alan Robbins as it relates to consumer protection, reduced auto 
to be rendered to California cities in obtaining liability insurance coverage at reasonable 
rates. I'm extremely pleased to be able to appear here today on behalf of the City of Burbank and 
citizens. 
Let me begin by complimenting Senator Alan Robbins and the entire effort to resolve 
our insurance crisis. Insurance is a major crisis for California cities, as well as for the citizens 
this state. The proposed Senate insurance package contains several key ingredients, not for 
for the citizens of this state. It will provide more consumer protection, reduced auto rates for 
good drivers, and will assist cities in obtaining the essential insurance coverage at reasonable 
premiums. These three thrusts are necessary to help resolve the insurance crisis that now exists in 
the of California. 
The of Burbank, as well as numerous cities throughout the state, have been hit 
hard the current insurance crisis. For the last few years, insurance rniums have continued 
while our insurance coverage has decreased substantially. Several cities have chosen to 
bare or to operate without reasonable liability and property insurance coverage because the was 
too high. In Burbank, our liability insurance premiums skyrocketed from a year in 984 
to $912,000 in 1985. This was an astronomical increase of over $830,000, while at the same our 
coverage $15 million. During this same period the city's insurance 
rose $389,000, while our property coverage dropped by $50 million. In total, the single year 
insurance increase was $1,219,000 for the of Burbank. Even at these premiums the of 
Burbank was lucky to obtain any insurance coverage at all and in the future it is doubtful whether or 
not insurance will even be available to many cities. 
The proposed package will enable the state to nwnitor available insurance and 
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the Senate will 
As a result of the 
of these funds be set 
I think this is only fair for those 
records. 
will be a 
concept of automobile 
deal of benefit to the 
Probably the most im of this package is the built-in consumer protection. We, 
elected 
will add some 












have a to the with these and this 
and essential consumer nrrvt<>·r' It is also 
entities be able to avoid claims out of tax revenues. 
overburdened and reduce the exposure 
entities are held legally in 
the Senate for his efforts in 
me to appear here 
BARKER: you, 
remarks on the 
and--
used the 
say what you have to say 
of 
of 
to shortcut my 
I could talk with your 
of cities 
the 
overview then of the 
the committee a list of the cities that we have of that have 
s. On the front is the cities that have absolutely no insurance or their 
$1 million or And on the back is 
or $1 




about that what it all means. note on there that in Los 
That is about lO percent of the cities of Los 
because about half of the are in a 
and are not even in the insurance market. So, since only half of Los Angeles are 
the insurance market and Los Angeles is fully self-insured, so not in the 
we have is about 20 percent of the cities that are seeking insurance in Los 
insurance at all at any A number of Los cities and 
cities also have inadequate insurance, as well as no insurance. 
When we look at the cities that are uninsured, what we notice state rs those 
counties rather, where there are not joint powers insurance authorities to cover the insurance needs 
of the cities, that the rate of uninsured cities goes up. For example, in Alameda County where the 
is no joint powers authority, 7 of the 14 cities, that is half of the cities are either without 
or have very, very little insurance. The same is true in Santa Clara County where 6 of the 11 
or over half either have no insurance or have almost no insurance. So the cities are 
terrible crisis right now. About a third of our cities statewide, or maybe half are in these 
powers insurance authorities. We don't have the exact numbers. Daily, more are being formed 
a 
they can get them put together, so we know that we've got ongoing at least a third our cities that 
have been in it about 10 years, so that will continue. 
And in that light, where we see a role for the state and I know work is going on on this in 
Assembly, is perhaps the state getting involved maybe in an assigned risk type of role, but more 
probably to fill the role that is missing of Lloyd's and the other reinsurers that have pulled out the 
completely, there are, as far as, we know maybe know reinsurance available to cover the 
higher levels of risks for local agencies. I understand that one of the reasons is that a lot 
insurance companies are not afraid of the experience that they've had with the cities and 
which hasn't been bad, but the exposure with the deep pocket cases; they just don't want to write us 
because 
us for $4, 
don't know when one of those, as they're called, "wild card" cases may come in 
$6 million because of an auto accident on our streets. So, in the insurance 
as the tort end, the two are interrelated and something really does need to be done about the 
pocket, whether it's insurance, whether it's tort liability, whether it's pulling the catastrophic 
injuries out of the system altogether and putting them in some kind of type of system like 
Assemblyman McAlister is looking at with the workers' comp of approach, or another that we'll 
put into preprint that wiH just remove the medicals, leave the wage loss in the 
think the Legislature needs to think long and hard about that issue and how to deal with it to 
some of the costs of some of these catastrophic injuries of people who now live in terrible conditions 
that before would have been killed in accidents, and now we have to take care of them in some way. 
The other problem besides unavailability, and then 1'11 try to quit, is the affordability problem. 
Those cities that have been able to get insurance, some of them are paying just unbelievable 
premiums. Fairfield's per dollar cost for coverage went up 12,312 percent last year. Their s 
only went up 414 percent, but their coverage went down from $24 million to $1 million and their 
deductible went up, I think, from $100,000 to $200,000; the effective rate was 12,312 percent. 
Vallejo was recently quoted and did not take the new claims made type of coverage, which is an 















sizes and the 
or half of the 
never had a claim 
felt it was 
it was not really a 
that the cities see. One more 
distribution, this is 
are 
city, little city, medium-sized 
what we're to see 
and so on, have to 
from the insurance market and do own with the help of the state in 
way. 
government in a very, very 




them at either. We will see 
CHAIRMAN 
Pasadena and a 
over in the 
lot of counties 
you. certainly would be the first to that 
and almost us to the rhetorical 
when a small when the 
and through a of 
up $10 million, $15 million, $20 
Is the city then going to put the fire 
we the of some 
end 
condition the so that does 
distr lets. I know that with a of 
now. 
about that. We have a representative from the 
of Compton. If I ask them to 
state their, who they are and 
we'll some future time for on a future We may even 
many other 
and But 
Mr. Chairman and committee. 
Compton. I'm also a counsel in the 
attacks the of 
remarks that the of Com 
of your bill, that everyone in the 
of financial 




insurance non-existent. problem has existed as indica ted the 
has xisted for many years, has 1m such as Com 





not only throughout Los 
throughout the State of California. 
now is 
but communities m 
I'll quickly point out the major 
that the insurance industry is 
as I see it with this crisis and that 
unregulated. I think that if you look at such 
as in the of Massachusetts, State of Michigan which had a crisis very, very similar to the 
of California and I think it would behoove this committee to study the kinds of methods that the 
in those states have taken. If you study those you'll find, in fact, that such as 
that the insurance com missioner be by the people assisted in bringing down the 
rates. Additionally, regulation on insurance companies as far as requiring that 
increase in rates also assisted in bringing down the rates. 
Just as an example, Senate 1853 has a major flaw which does not 
insurance companies from increasing rates prior to the percentage reduction, which is the reason 
we're in the crisis we're in today. If you in one sense say that the insurance can 
any 
5 reduction if a person has a good record, but you no way indicate how should 
to not increase their rates, then •.• 
CHAIRMAN ROBBINS: Let me stop you. That's a reduction--all the 1 are 
reductions over the rates currently in so if you're paying $ for 
just to pick a number, and you have a one-year good driving record--let's presume you do--and that 
you're wiUing to sign an agreement not to drive the vehicle if you've had any alcohol or and 
have either a five-mile an hour bumper or an air bag, so you would then qualify for a 20 percent 
ium reduction. That means that if you're currently paying at this time $1 your 
rnium would be reduced to $800, but those are percentages of reduction off of what your current 
mium is. 
MR. SMITH: Well, if that's the case, then I think that should be made clear 
the law exists in California, insurance companies can raise their rates at any time for any reason •.. 
MAN ROBBINS: I'm well aware of that. 
MR. SMITH: Additionally, I think $1,000 itself is excessive and to reduce it 5 
does not in any way address the problem. 
CHAIRMAN ROBBINS: Well, combined it's a reduction of up to percent, but I don't 
with you that the $1,000 is I picked that as a number. don't know what your actual 
insurance premiums are. I that as a number to--and don't, please, that's not a 
don't want you to feel you have to state what your insurance premiums are, but no 
the rates are excessive. The way you deal with rates that are excessive is you 
cost such as bringing in the uninsured otorists who don't pay their 
methods of 
such as 






MR. DICK DAMM: PH try to work my way through as fast as I can. Thank you once 
of Research which we're to discuss 
of 
in insurance premiums. 
motorists. well aware, 
in Los 
translates into a 
Valley to downtown paying as much as several hundred dollars in 
to work, if that's what they're using 
placed ourselves at the mercy of 
Needless to say, our 
for the access to jobs, 
been that we know. 
we've 
that's 
In general the study was intended to measure the success of the Financial 
Responsiblity Act which, until was suspended by the court in this last 
required proof of insurance be carried in the car. The legislative goal at the time this was was 
to try and insure 1.1 million automobiles. In the five months this was in this was 
reached. Just how many more automobiles would have been insured if enforcement 
not been suspended is only a matter of speculation, conjecture; it's not unreasonable 
assume that the numbers would continue higher and that also to assume that 
there are some drivers that will not, could not obtain insurance under any 
this of they would not or you have two of 
about here. One, people that certainly could not because could not 
circumstance, and others because of driving records or of this nature, 
or could not get insurance. 




also mention that when we concluded our compilation of data--the rate of insured 
-had not yet to show that it had been There were still a tremendous number 
of, or the rate of people corning into the insurance pool, they were corning in still at the same 
volumes and numbers when the legislation first took effect. Now, if you show a 
one on auto registrations and the other on insured together, you'll see that 
actually declined, which indicates some that one, but there's one that will 
show new Maybe there isn't one that will show new but what 
that auto registrations, while that number was decreasing considerably, the number of 
was You add 1.1 million drivers to the insurance pool while 
This is at the same time in which automobile sales were at an all-time , so you rn 
that some automobile owners had just declined to register cars because of or whatever and 
presumably there are still many uninsured cars that have been pulled off the road, they just not 
find it reasonable to stay driving. And it's also that a small of drivers 
out there that are igoring both the requirement to their car and the Financial Responsibility 
Law; that is certainly a case. 
Another measure of success that we've had with the Law is 
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ium insured automobile. We inflated the '84- premiums by 10 percent to a 
to arrive at a representative 1985 premium per insured automobile. me 
know that this is a statewide It's m much higher for Los 
very, very conservative in that the actual amount for premium was closer to 15 
than 0 percent. So these are quite, quite low to arrive at the numbe we actually arrived at. 
then was $548 and represents an average statewide cost. 
will be higher and likewise preferred policies would be somewhat lower, although I don't think 
were too many preferred policies that came out of these uninsured drivers. If we've not lost 
I'll and finish up real quickly here. 
We next took a sampling of companies representing about 40 percent of the state ••. 
CHAIRMAN ROBBINS: Why don't you just go on and skip to the final number. 
MR. DAMM: Okay. The final number comes out to be roughly $800,000 has been added to the 
total, or $&00 million, sorry, $&00 million has been added to the total premium pool and this is 
through the new drivers. These are very conservative figures, there's no mathematical of 
hand, we've tried to be as conservative as we can in coming up with this and that's basically what 
CHAIRMAN ROBBINS: Senator Watson, come on up here and have a seat with the committee. 
MR. DAMM: And that's basically my story for today. 
CHAIRMAN ROBBINS: Okay. Dick, thank you very much. I commend the study done by the 
Senate Office of Research for reading to anyone who wants to know what's over with the 
number of uninsured motorists in California over the last 12 months. Needless to say, anyone, I 
can guess what my opinion was of the Supreme Court suspending operation of that law while 
check out the constitutional rights of uninsured motorists. 
Our first consumer with a problem is a constituent of mine. Sergeant, if you'll 
the microphone. Minna Ginzler is 79 years old. She lives in North Hollywood. 
the lady to 
would 
prefer I hadn't just told her age. She doesn't normally need to be assisted when she walks. She, 
unfortunately, hurt her leg over the weekend and, Minna, would you tell us your story, 
MS. MINNA GINZLER: Yes, I am Minna Ginzler. I have been driving for 47 years carrying 
insurance all the time. I've been with Allstate for 15 years. I drive a 1970 Dodge Dart. In the last 
two years my premium has gone from $332 to $973, an increase of 196 percent. I simply cannot 
afford this on a fixed income. Why did my uninsured motorist go from $16.80 to $52.60? I live alone 
and really need my car for doctor's appointments, grocery shopping, all the errands one needs to 
even some social life. Transportation in my area is very limited. 
I believe that the state must find a way by law for people in my age group and limited income 
to keep their cars. It is my open door to life and living. I'll be happy to help you and thanks for 
trying to help me. 
CHAIRMAN ROBBINS: Thank you very much. Let me say this, it applies to Ms. Ginzler, it 
applies to anyone else who testifies and that is I would appreciate if the representatives of the 




out of the room for a couple of minutes. He asked me to invite Senator Watson to make her 
brief statement and then to join us. Then, following her will be Mr. Bronk, so if you'll come up and be 
d to give your testimony immediately following. Please 
WATSON: you, Senator Rosenthal, , staff. 
than other state or nation in world. In southe 
of an extensive public transportation has practically in the driver's seat. 
on one's own means of transportation bears a heavy financial responsibility with 
of insurance rates. 
major bone of contention by constituents in my district and adjacent areas throughout 
County is the unfair methods used in establishing auto insurance rates. Insurance companies seem to 
feel that drivers who live within the inner city or in densely populated areas should pay higher rates 
than those living in outlying areas, regardless of their driving record. This practice has caused auto 
insurance rates to soar in some areas. In Los Angeles many individuals earning as much as $8 an hour 
cannot aford to obtain insurance. People living in designated high risk zones who can are moving to 
neighborhoods in an effort to escape these high premiums. If this trend continues, the 
of neighborhoods stands to deteriorate. What is left is urban blight, decay, and 
motorists. 
Strong lobbying efforts by the insurance companies and inadequate state laws have made 
the problem most difficult. There are no state laws that restrict redlining and therefore, insurance 
com are free to set prestatistics to support their high premium. They can continue to increase 
rates because they're unhampered by any governmental policy overseeing this industry. 
According to the minority report of the Blue Ribbon Committee on Auto Insurance submitted 
rvisor Kenneth Hahn, motorists in California are being unfairly billed by the industry. 17 million 
throughout the state are paying too much in premiums and are in effect subsidizing 
motorists in the other 49 states. Everyone of the 5 milion drivers in Los Angeles County is paying 
two to three times more for auto insurance than elsewhere in the state, yet the California Highway 
Patrol's annual report reveals that most cities in Los Angeles County have less accidents than 
com cities in other counties. Reforms must be made to resolve these inequities and Pd 
offer some recommendations that were put together by the Los Angeles County Blue Ribbon 
on Automobile Insurance, and I feel that this is just a good place to begin. 
F our California State Legislature should enact laws to eliminate territorial rating and base 
on driving records instead of where you live. And I know, Robbins, that that is 
of what you're trying to accomplish and those of us here in the Legislature are going to be there to 
assist in that regard. 
CHAIRMAN ROBBINS: Le me just say in response to that, Senator Watson, that we feel that 
the way to reduce and ultimately eliminate the territorial rating problem is to go at the root cause 
it and we feel that we're going at that by providing lower cost insurance, by eliminating uninsured 
motorists which is the number one justification for territorial rating, by creating a situation where 
everyone has some kind of insurance policy, clam ping down on fraud that you 
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the insurance probems that child care centers are 
commend the committee for these 
because the doors do say that the 
But thank you for drawing the 
to resolve it. Thank you very much. 
on a 
those who are 
to this most heinous 
CHAIR ROBBINS: Thank you very m the last you 
was to bring meaningful rate reduction about for our mutual constituents will require us to 
work together and I'm looking forward to that and I'm looking forward to our putting 
coalition from all areas of California to accomplish this. 
Our next speaker has been in the news in the last few days. He operates the pony concessions 
at Griffith and I thank Assemblyman Roos for arrangements to have you here today. 
don't you tell us your story, and remember the request for volunteers is still pending. Any of the 
insurance representatives who are present who would like to volunteer to help any of the individuals 
who are testifying, that will be appreciated. contact my office. Mr. Bronk. 
MR. HANK BRONK: My name is Hank Bronk. I'm the at the Park pony 
rides. In 1984 our premium was $2,600 a year. In 1985 we were raised up to $10,000 a year. Right in 
the middle of our policy I was canceled out. The reason was given--company elections. We had four 
everyone of the claims has been by denied by the insurance com 
has not paid out one single dime and out we went. If it wasn't for the he that I've 
from the city officials, I would be out of by week. now the 
Los part of my liability and while we're searching for another alternative to find 
insurance. 
Now the little train in the back of us was raised up from $11,000 to $68,000 a The hot 
stands that sell hot dogs and soft drinks, $27,600. The merry-go-round, $11,300. The carts on 
course, $90,000 a year and I think this is just and something has to be done about 
it to this. 
MAN ROBBINS: Senator Watson. 
SENATOR WATSON: Mr. Bronk, how long have you had the business there? 
MR. BRONK: All together, I've been there years. I bought it six years ago and I was 
with the former owner, Mr. Wright. 
NATOR WATSON: How many claims have been made of the current insurance insurer? 
R. BRONK: The current insurance company? My last one, we made four claims but they're 
claims and everyone has been and the ..• 
WATSON: I see. So as you said, I'm just going to reiterate for a note is that not one 
has been paid toward the , just lnvestlga tion. 
MR. BRONK: No, ma'am. 
SENATOR WATSON: I see, and your insurance premiums went up automatically after we 
that insurance must be purchased? 
MR. BRONK: Well, I was canceled out in and my rates went from $2,600 to 
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ROBBINS: Well, it's a problem that we want to look at and we'll allocate you 20 
30 minutes at one of the future, one of the four future hearings. 
I would be most appreciative. 
ROBBINS: Okay, thank you. Please correct me on 
of names because all I have are the notes from my the 
m your name, please correct me. How is it pronounced? 
MS. GLENDA SIEREN: My name is Glenda Sieren. I have insurance. First of all, let me state 
that I just bought a brand new car. I feel that because I had no previous insurance my rates were 
higher than had I changed policies for a different vehicle. I had insurance written up with 
Standard for liability and Sutter Insurance Company for collision and comprehensive. In October 
California Standard went bankrupt and I was put with Ohio Casualty, but I still have to pay my 
monthly payments for the two previous companies, therefore, I'm paying a monthly payment of 
$269.79 for the first two companies, and additional now $85.45 for Ohio Casualty. 
CHAIRMAN ROBBINS: So you're paying $364? 
MS. SIEREN: $365.24 a month. 
CHAIRMAN ROBBINS: Per month? 
MS. SIEREN: Right. And I only drive three miles to the airport. I live in 
work as a flight attendant for United. 
SENATOR WATSON: That's one for Clay. 
CHAIRMAN ROBBINS: I find that almost beyond comprehension but we will ce 
into especially since Playa del Rey is either in Senator Watson or Senator Rosenthal's 
SENATOR WATSON: It's in my district. 
del Rey and 
check 
CHAIRMAN ROBBINS: Senator Watson's so you will have the rsonal assistance 
Senator Watson as well as my staff in following up to find out how you in that kind of a 
MS. SIEREN: Thank you. 
CHAIRMAN ROBBINS: Thank you very much. Okay, we skipped one person 
think he was here, Mr. Robert Gandell. 
I didn't 
MR. ROBERT GANDELL: Good afternoon, Senator Robbins and members of the committee 
two weeks ago I came out at 7:30 in the morning to go to my over at Westlake 
Col and found a tree had fallen in the middle of the night on top of my '67 Ford I have 
photos of it right here. I called my insurance company and they said, well, if you put in a claim your 
rates up 20 to 25 percent and this will last for three years. The tree was on the city parkway, 
it my roof, completely destroyed my rear I replaced that to a cost of $1 I now 
pay, my morn pays $938 a year. this year I'll be paying it. I make $4.87 an hour working at a 
bookstore in Westwood. I work 40 hours a week and it will be approximately at $200 more 
year that I will have to pay due to the fault of a tree falling. You have to have insurance but if you 
use your rates go up. It's ridiculous. And when I to the they if you a 
claim us, it will take at least two to three years to do anything about it. that's basically 
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Auto insurance is incredibly unaffordable to the average consumer and we are very 
efforts which provide consumer protections, lower 
better of liability insurance to consumers. However, we're very concerned 
passed actually meet those goals. won't go into the 
know that many people have already addressed but I'd like to thank you for 
general suggestions of what would to see happen. 
We would like to see prohibition of rate from taking until such are 
passed by a regulatory body. We'd like to see allowing greater consumer representation before 
regulatory bodies, and we would also like to see that any insurance rates be based upon the 
experience of the driver rather than the area of town where the driver lives. Thank you. 
CHAIRMAN ROBBINS: Okay, thank you very much. Steve, we've been around the track a few 
not always in total concert, but we've been able to get a couple compromises worked out, one 
of which is the commitment of the Insurance Commissioner to appoint a consumer advisory panel and 
I've spoken to them and they're in the process of getting ready to announce that consumer advisory 
panel. As an insurance policy, we believe in insurance in this committee. As an insurance 
we'll probably wind up putting the bill on calendar for the first week in April to deal with but 
unless Pm surprised, I don't think that will be necessary. 
MR. STEVE MILLER: Well, thank you very much, Senator, and we certainly have appreciated 
your efforts on behalf of that bill in particular and .•• 
CHAIRMAN ROBBINS: In this committee when we make a commitment that 
to be done, we believe in delivering on our commitments. 
MR. MILLER: Yes, sir, and we also commend your efforts trying to seek a solution for the 
problems of availability and affordability of automobile insurance, in particular in California. 
Having said that I realize we are in an evolutionary process in this package, welcome the 
to participate in helping to improve the package in its final form and we'd suggest to 
however, that the package appears to be needing of at least one additional important reform and that 
would be the enhancement of the nature of disclosure of information from the insurance com to 
the of Insurance, and further, that from the Department of Insurance to 
consumers. We see that in this present insurance a very large part of our problem to 
t a handle on what's been going on has been the lack of credible data by which to assess the 
loss and to validate the information that the companies represent to us as underwriting 
lawsuits. We would urge this committee to consider a means by which you can enhance one of the 
in this package to provide for better disclosure of loss and premium income from the 
companies to the Department of Insurance. And further, as you mention, and I would not 
underestimate and would encourage as an important consumer insurance reform and institutionalize 
consumer participation within the prqcess with some meaningful authority to help to balance what 
appears by all independent analyses to be an extraordinary domination by the industry of the process 
thus far. We think it's important that consumers have an opportunity to be heard and, 
indeed, represented within the regulatory process. I know you're mindful of those concerns and 
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have any chance of getting passed and as a the consumers of California would receive 
or no information of any sort. There are, I think most cases there's no abuse in 
commission. In most cases all the insurance companies and agents dealing 
commission structures and the insurance agent provides the with a 
to from and the person picks based upon what's best for him or her. There are cases where the 
com m is jacked up above 15 percent where it becomes substantial and where the 
least have to, let's say be tempted to make the decision based on what's better for him than bette 
for the consumer. This bill would deal with those cases by requiring disclosure where the commission 
is in excess of 15 percent. That's why we're trying to deal with that particular area in it as part 
the overall practice that we're dealing with, but we appreciate your--we don't expect to have you or 
anyone else endorse every single bill in the package and we've adopted the policy of welcoming your 
support and help on the bills that you can pass, that you can support, recognizing that there will be 
one or two bills in the package that you will not like and that you will oppose. It will be an 
interesting presentation the day these bills are presented in the committee as people shift 
different sides of the table from support to opposition and back again during the hearings on the 
but we appreciate having you involved in the process. 
MR. MILLER: Thank you very much, Senator. 
CHAIRMAN ROBBINS: Thank you. I'd like to wrap up the consumer portion. We have two 
other people who had requested in advance to be on the agenda. We're not going to be able to reach 
any of the people who are not on the agenda in advance. Shirley Brown and A. P. Bailey? Would the 
two of you please come forward and I know, Shirley, you've testified before and I think, Mr. 
you have in Sacramento, but please come forward and perhaps give us a brief summary of the 
testimony you gave in Sacramento, and recognize that we will have four more hearings and we'll 
pleased to allocate some substantial time to the two of you at those future 
MS. SHIRLEY BROWN: Okay, thank you, Senator. In brief, the testimony that we gave 
Sacramento, as you can recall, was an amendment to the present liability laws and also, a pe 
about Senate Bill 850. 
CHAIRMAN ROBBINS: I understand that and I told you that day that I was going to you 
what I referred to as a sympathy vote, a vote to show I was in sympathy with what you were 
As you recall, my vote was the only vote you had in committee that day. 
MS. BROWN: Well, okay. You asked for the brief of what I testified and that's what it was. 
CHAIRMAN ROBBINS: I know. 
MS. BROWN: Okay, but what I'm testifying today is to tell you, Senator Robbins, that what the 
people need is fair and affordable insurance and not, you know, just I feel that your 850 
really been a monster. I mean what it has done was just exacerbated the redlining, was 
somewhat of a •.. 
CHAIRMAN ROBBINS: What it's done is it's taken the insurance liablity problem out of the 
shadows and brought it out into the spotlight of public attention, that we need to deal with the 





for a suit in 
there have 
What do you think? You're an 




there's been no shortage of suits 
the 
lower iurns of to for 
to of course to a 50 reduction in you reduce the 
Hahn's 
$15,000/$30,000 to $7 ,500/$15,000--of up to 50 percent for people who live in areas where there have 
been hlgh premiums in the past. But if the 
and I think this package is the beginning of 
takes the leadership and provides a 
I think the commitment that the President 
Tempore, Senator David Roberti has to provide the force of Senate leadership behind the 
successful solution behind this practice, this problem, that with that leadership we can forge 
coalition that will include the people of the Fernando Valley, the people of South Central Los 
Angeles, the people of West Los Angeles, the people of East Los Angeles, the people from 
geographic areas, especially in L.A. County because L.A. County--! got to tell you that when it comes 
to auto insurance, L.A. County is in the worst position of any of the state. The reason that no 
territorial rate bill will get any vote for it, mine and the committee, is I cannot 
imagine a reason politically why any from outside of L.A. County would vote for 
territorial bill to take our rates, our high rates, and average them out with the rest of the state. 
MS. BROWN: Why? 
MAN Why won't 
MS. BROWN: Yes. 
CHAIRMAN ROBBINS: Well, they like 
with you, most people who serve in the 
vote for 
and want to reelected. If a who 
reelected. Most 
San 
who, to be 
become accustomed to it 
where people pay 
percent, 50 to 70 percent less than we pay, were to vote for a bill to eliminate territorial rating and 
the rates to be averaged statewide, he would eaten alive in the next election when he 
in San Diego. 
BROWN: Well, we get eaten alive when we face a fire and •.• 
MAN ROBBINS: I don't disagree you but that's why politically you could not get 2 
votes in the for a territorial rate bill, but what we can do is to deal the 
with forcing the insurance corn to take that $750 million in additional s that 
and use that m to reduce the premiums for everybody who's insurance. And while 
may say that a reduction of 25 to 50 percent isn't enough, it is the only real plan that we have before 
us to help the people of the State of California, so what we need to do is to take that plan and work 
together and find a method to get it and find a way to make it work, because if we don't do 
anything, if all we do is grumble about it, or all we do is issue press releases, then next year people 
are going to be paying the same high insurance premiums as they are 
BROWN: If they've got the money. 
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CHAIRMAN ROBBINS: Thank you very much. Let me move on. What I want to do is move on 
and ask--we're going to move on to insurance 
three people we have present on that, 
s of the business comm Let me ask the 
Vice of the North 
of and my 
Board of Real tors. don't you and y and m 
you to be so brief. We'll you next and 
if the two of you could divide five or six minutes between you? 
MR. BUDDY BERNARD: We'll do our best. Good morning. I have one concern in this rain; if 
my house happens to slide into a different zip code, is that going to affect ••• (Laughs.) 
CHAIRMAN ROBBINS: Your premium will go up and if it does slide into a different zip code, 
let us know. We will have the premium increase 
MR. BERNARD: Thank you. 
for you to put on your car as you leave. 
SENATOR WATSON: You have to have a fire, that's the solution because we do have a--there 
will be on the ballot an issue that will allow you to transfer your tax assessment from your property if 
you have a fire. We haven't dealt with mudslides yet, but have a fire first. (Laughs.) 
MR. BERNARD: My name is Buddy Bernard and I'm the president of a real estate 
and chairman of what is called White House Properties. I rent to 100 Contrary to 
what you would call a regular real estate office, I am basically a 
Three years ago I had no claims and I received a letter from my insurance com a of 
commendation with an increase of $2,500 deductible I had no claims and 
my reward was a similar letter saying you have the best in the 
of your size with an increase to $5,000 deductible. And then I had a brilliant 
for firm 
I sold a portion of 
my stock to a law firm and figured that if I had to increase the professionalism of my 
it was a wise move. Last year I had no a law finn assisting me 
and this year I was told if the errors and omm , there's one in the 
State of California--if they decide to write, we could increase your firm deductible to $10,000 which, 
needless to say, has me now debating the wisdom of selling a of my firm to a law firm. There 
is one in my name, 100 with a $10,000 deductible. If for any reason any of 
these licensees cannot meet their deductible of $10,000, there is one policy, times don't 
need your calculator--that means Pm on the hook for $1 million. 
in the 
return is worth the risk that I'm taking, or would I be better for 
MS. TEMMY WALKER: I'm Temmy Walker, President of the San 
whether or not the 
like myself? 
Valley Board of 
Real tors and we have 7,000 which there are 141 offices in that We are a 
of small business people very much like your pony ride unfortunately, without the 
of the rides and the press But are a crisis very much the rest of 
the comm is in our E&O insurance, which is errors and omissions, and we are with a 
group of 9& percent of our are in offices of under 50; 7 5 percent are in 






courts that could not be certainly 
Consumers, 
rates were inadequate and there was no 




, did not com 




action to check this trend or 
that would go with it. Ce 
consumers, etc., who fueled this crisis somewhat doing what could be e 
in some '"""''""''r and that is swinging to the to at the 
lowest they could, sometimes the of these com 
that as an issue. 
easy 
fixes. 
to summarize this what we need is a balanced to resolve this 
isolate just the insurance industry to are only going to be 
Certainly, there are some in the with 
but a package must also include up of the California agency to 
to problems and in the civil 
insurance more predictable. All this will if we can have a balanced package that 
state. to the 
We have a number of comments with to the 12 that have. Given 
we're going to save some of those and as we 
you at a future hearing. 
WATSON: Mr. 
ROBBINS: Fifteen seconds, Senator Watson. 
the rest of our 
WATSON: Mr. Norwood, if I lived in Palos the ave 
be somewhere $255 and but a different area of Los 
of my insurance 
I've never had an accident, never made a • How do you j 
WOOD: Senator I don't think I can 
the to 
to you with 
would some of the 
to answer that question than I would be. 
wait untll Mr. 
Let me toss a rhetorical MAN 
itself is in what we have is a 
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million dollar judgment in London would make the newspapers. A quarter million dollar judgment 
Los A would not get a footnote in a legal newspaper. People accept that because that's what 
we've We also have with some substantative rules of not but some. 
We also have with all the new tort rules that have been de.,fised to induce 
companies to settle rather than litigate claims. 
In addition, and over in the general liability system we have problems with new theories of 
liability of handle mass torts. Someone once referred to this as the Bhopalization of the tort system, 
that mass usually with causations that are medically indeterminate, 
someone has to pay. course, the answer to a lot of these if you want to 
protect you have to have a payment system, but the most that 
you could possibly imagine is the tort system. 
without getting into a three-hour speech on that, we raise a couple of other points and 
then ask Mr. to comment on the automobile insurance you have in 
a for it's also a for carriers. out 
the rate of insurance com 
at a rate higher than in the 
is now three times the norm. There are 
of insurance in the States. There are 
now 
ately one 
month. That a terrible strain on resources. It's something 
that most don't think about. 
When you right down to the base of the insurance rcent of all the 
that come in go out in terms of claims. a very sim statistic. a lot of 
an of lack of information out about the insurance • If the 
system was so terribly profitable, I think you would find an awful lot of in the 
business that aren't in the business. rally and tend to 
are and billions and billions of dollars in the automobile system; there are a 
little over 200 com in this state. In my as a r we look to the 
and I don't find an awful lot of to the 
of Insurance 
case with respect to 
order to form automobile insurance and that is likewise the 
insurance com In in the auto , for an awful 
reasons, I would estimate with one there'd be 70 percent of the automobile 
in this state is written nonprofit institutions. Well, if there's $6, $7, $8--whatever your figure is--
billion on the that if there's an awful of profit to be 
m that the would in order that the could 

MR. JOSEPH: I agree. Now, when it comes down to November he says there are 58,000 people 
cited for not having proof. Does that mean they really did not have insurance? The answer, 
obviously, is no because if you simply look at the suspensions that took place that, they don't 
measure up. 
He also put some figures together to show that prior to the enactment of SB 850 that there 
were 1 people suspended in July, 10,000 people in August, and by September it had dropped to 
4,797. But that's only the suspensions under Section 16070 and 16072 where you're required to furnish 
evidence after you have had an accident. What happened in the meantime, in September starting the 
enforcement of SB 850 there were 15,749 suspensions under the new section of the code. So, 
look at the total suspensions of both of those three code sections. In July there were 16,500, in 
August there were 13,700, in September there were 20,500, in October there were 46,250, and 
November there were 42,203. We have not yet solved the problem of the individuals driving without 
insurance. We've made a little bit of a gain. 
Let's take the other table which simply showed the ••. 
CHAIRMAN ROBBINS: Let me ask you your opinion because you background is in dealing with 
insurance and many people have said that Mercury Casualty, the company that you head, has been 
probably the sharpest of all the companies and certainly more so than many of the larger companies 
in recognizing and dealing with pricing and other areas, you've certainly been a company that's built, 
in a very short period of time, a substantial portion in the marketplace. So, you're obviously an 
authority on numbers. In your opinion, if you think that the Senate Office of Research number of 
$795 million in additional premiums generated by uninsured motorists who went out and got 
is high, what do you think the number is? 
MR. JOSEPH: I think there were no more than possibly 200,000 cars that came into the system 
because of SB 850, and as I mentioned, there were 900,000 newly registered vehicles. Now he 
does a study in here--he takes four companies and says those companies had this much of an increase 
,, 
in 1985 in their business and attributes it to SB 850. One of those companies was a northern club who 
increased their automobiles insured by 141 ,000; they did not insure a single person without automobile 
liability insurance. What about my company? We processed three times as many applications in 1985 
as we did in '84. 
CHAIRMAN ROBBINS: That's good. 
MR. JOSEPH: Sure that's good. Only 15 percent of our people had no previous insurance. We 
have customarily insured people with no previous insurance for many, many years. Here's a study we 
did back in '77-'78. In our preferred policy in Mercury Casualty, at that time we wrote a total of 
about $18 million, but $7 million of that was on people with no previous insurance, a very significant 
part of it. Today in Mercury Casualty, between our best policy, which we don't give to people 
without previous insurance, and the next policy is only a 15 percent differential supported by hard 
statistics. So, it isn't a question that uniformly these people have to pay a double rate, they don't, at 
least not with us. 
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CANT DROP IN E ER OF liCENSES S PE !LURE TO 
PRODUCE PROOF OF FINANCIAL RESPONSIBILITY IN ACCIDENTS WHERE 
BODILY INJURY OR PHYSICAL DAMAGE OVER $500 HAS OCCURRED, 
THE SECOND ASPECT OF THE STUDY PE INS TO THE CHANGES IN INSUR-
ANCE PREMIUMS, MOST OBVIOUS IS THE FACT THAT 1 MILLION OR SO 
UNINSURED DRIVERS HAVE PURCHASED INSURANCE. THESE ADDITIONAL 
PREMIUM DOLLARS INCREASE THE TOTAL AUTOMOBILE INSURANCE PREMIUM 
POOL BY A MINIMUM OF $750 MILLION, AND PERHAPS AS MUCH AS $1 BIL-
L-ION, WHILE DECREASING THE INSURERS RISK OR CLAIMS EXPOSURE BY 
HAVING DECREASED THE NUMBER OF UNINSURED DRIVERS. ALTHOUGH WE 
HAVE NO IDEA OF WHAT THE INSURERS CLAIMS EXPERIENCE IS GOING TO 
BE, WE CAN ASSUME THAT SOME OF THE PREMIUM INCREASE FROM NEWLY 
INSURED DRIVERS WILL ULTIMATELY BE TRANSFERRED OR TRANSLATED INTO 
PREMIUM REDUCTIONS FOR All PREVIOUSLY INSURED DRIVERS. THIS 
REDUCTION IS MOST JUSTIFIABLE IN UNINSURED MOTORIST COVERAGE. IF 
YOU CAN BEAR WITH ME FOR JUST A FEW MORE MOMENTS, I Will TRY AND 
EXPLAIN HOW THESE FIGURES WERE ARRIVED AT. 
WE ASSUMED THAT 1 I RS 
SURED. THIS FIGURE IS CONSISTENT WI 
END OF 1984 WERE UNIN-
FIGURES RELEASED BY DMV 
AND A RECENT STUDY OF AUTOMOBILE INSURANCE IN Los ANGELES COUNTY 
BY THE STATE DEPARTMENT OF INSURANCE. THEN, WE MULTIPLIED THE 
NUMBER OF REGISTERED AUTOMOBILES BY .85 OR THE 85% OF AUTOMOBILES 
THAT ARE INSURED TO ARRIVE AT A FIG E FOR E NUMBER OF INSURED 
AUTOMOBILES. THEN, GROSS PREMIUMS, WHICH IS AN INDUSTRY 
FIGURE, WAS DIVIDED BY THE NUMBER INSURED AUTOMOBILES TO GIVE 
A REPRESENTATIVE PREMIUM PER INSURED AUTOMOBILE. WE INFLATED THE 
1984 PREMIUMS BY 10% TO REPRESENT A YEARLY PREMIUM INCREASE TO 
ARRIVE AT A REPRES IVE 1985 PREMIUM PER INSURED AUTOMOBILE. 
THIS PREMIUM OF $548 REPRESENTS AN AVERAGE STATEWIDE COST. OBVI-
OUSLY, ASSIGNED RISK WILL BE HIGHER AND LIKEWISE PREFERRED POLI-
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MONDAY, FEBRUARY 17, 1986 
STATEMENT BY MARY LOU HOWARD 
MAYOR, CITY OF BURBANK 
I AM EXTREMELY PLEASED TO BE ABLE TO APPEAR HERE TODAY ON BEHALF 
OF THE CITY OF BURBANK AND ITS CITIZENS. 
LET ME BEGIN BY COMPLIMENTING SENATOR ALAN ROBBINS AND THE 
ENTIRE SENATE EFFORT TO RESOLVE OUR INSURANCE CRISIS. YES, INSURANCE 
IS A MAJOR CRISIS FOR CALIFORNIA CITIES AS WELL AS FOR THE CITIZENS 
OF THIS STATE. 
THE PROPOSED SENATE INSURANCE PACKAGE CONTAINS SEVERAL KEY 
INGREDIENTS--NOT ONLY FOR CITIES--BUT FOR THE CITIZENS OF THIS STATE. 
IT WILL PROVIDE MORE CONSUMER PROTECTION, REDUCED AUTO RATES FOR 
GOOD DRIVERS, AND WILL ASSIST CITIES IN OBTAINING THE ESSENTIAL 
INSURANCE COVERAGES AT REASONABLE PREMIUMS. THESE THREE THRUSTS ARE 
NECESSARY TO HELP RESOLVE THE INSURANCE CRISIS THAT NOW EXISTS IN THE 
STATE OF CALIFORNIA. 
THE CITY OF BURBANK, AS WELL AS NUMEROUS CITIES THROUGHOUT THE 
STATE, HAVE BEEN HIT EXTREMELY HARD BY THE CURRENT INSURANCE CRISIS. 
FOR THE LAST FEW YEARS INSURANCE' PREMIUMS HAVE CONTINUED TO SKYROCKET 
WHILE OUR INSURANCE COVERAGE HAS DECREASED SUBSTANTIALLY. SEVERAL 
CITIES HAVE CHOSEN TO GO BARE OR TO OPERATE WITHOUT REASONABLE 
LIABILITY AND PROPERTY INSURANCE COVERAGES BECAUSE THE PRICE WAS JUST 
TOO HIGH. 
IN INSURANCE PREMIUMS FROM 
$ 84 00 A YEAR IN 1985: THIS WAS AN 
OF OVER 8 00 WHILE AT THE TIME 
OUR LIABILITY DROPPED BY $15 MILLION. DURING THIS SAME 
PERIOD, THE CITY'S PROPERTY INSURANCE PREMIUMS ROSE $389,000, WHILE 
OUR PROPERTY COVERAGE DROPPE BY $50 MILLION. IN TOTAL, THE SINGLE 
YEAR INSURANCE INCREASE WAS $1,219,000 FOR THE CITY OF BURBANK. EVEN 
THESE PREMIUMS, THE CITY OF BURBANK WAS LUCKY TO OBTAIN ANY 
INSURANCE COVERAGE AT ALL,AND IN THE FUTURE IT IS DOUBTFUL WHETHER 
OR NOT INSURANCE WILL EVEN BE AVAILABLE TO MANY CITIES. 
THE PROPOSED SENATE PACKAGE WILL ENABLE THE STATE TO MONITOR 
AVAILABLE INSURANCE MARKETS AND TO ASSIST LOCAL GOVERNMENTS IN 
FAI REASONABLE INSURANCE RATES. WITHOUT THESE INSURANCE 
SAFEGUARDS, CITIES THROUGHOUT CALIFORNIA MAY BE UNABLE TO OPERATE 
COVERAGE. 
ANOTHER MAJOR PORTION OF THIS INSURANCE PACKAGE PROVIDED BY THE 
SENATE WILL REDUCE AUTOMOBILE INSURANCE PREMIUMS FOR GOOD DRIVERS. 
THIS IS ONLY FAIR: WHY SHOULD GOOD DRIVERS BE PUNISHED WITH HIGHER 
RATES? GOOD DRIVERS SHOULD RECEIVE AN INCENTIVE FOR THEIR DRIVING 
RECORDS AND THIS SENATE PACKAGE WILL ENABLE INSURANCE COMPANIES TO 
REWARD GOOD DRIVERS. 
AS A RESULT OF THE SENATE S MANDATORY INSURANCE COVERAGE, 
IES HAVE RECEIVED AN ESTIMATED $750 MILLION IN NEW 
SENATE INSURANCE PACKAGE WILL PROVIDE THAT A PORTION 
OF FUNDS MUST BE SET ASIDE TO ASSIST GOOD DRIVERS BY PROVIDING 
REDUCED PREMIUMS. I THINK THIS IS ONLY FAIR FOR THOSE PEOPLE WHO 
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ARE CONSCIE~TIOOS GOOD OVERALL 
t.· 
CONCEPT OF ~UTOMOBILE INSURANCE RATES AND COVERAGE PRESENTED IN THIS 
PACKAGE WILL :iBE A GREAT DEAL OF BENEFIT TO THE PEOPLE OF CALIFORNIA. 
PROBABLY THE MOST IMPORTANT ASPECT OF THIS PACKAGE IS THE 
BUILT-IN CONSUMER PROTECTION. WE, AS ELECTED OFFICIALS, HAVE A 
RESPONSIBILITY TO PROVIDE THE PUBLIC WITH THESE SAFEGUARDS AND THIS 
LEGISLATION WILL ADD SOME VERY IMPORTANT AND ESSENTIAL CONSUMER 
PROTECTION PROVISIONS. IT IS ALSO ESSENTIAL THAT CITIES AND OTHER 
' 
GOVERNMENT ENTITIES BE ABLE TO AVOID PAYING LIABILITY CLAIMS OUT OF 
TAX REVENUES. THE TAXPAYER IS ALREADY OVERBURDENED AND THIS SENATE 
PACKAGE WILL HELP REDUCE THE EXPOSURE OF TAXPAYERS HAVING TO PAY 
CLAIMS WHERE GOVERNMENT ENTITIES ARE HELD LEGALLY RESPONSIBLE 
IN DAMAGES. 
AGAIN, I COMMEND THE SENATE AND SENATOR ROBBINS FOR HIS EFFORTS 
IN ADDRESSING THE STATE'S INSURANCE CRISIS. 
THANK YOU FOR ALLOWING ME TO APPEAR HERE TODAY. 
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